




























































































































































































































































Systema 1111: 0.5292 111': 89.2
Systemb 0.00398 2.8935 0.01982 2.9
Systemc 0.02104 5.023 0.02999
12
.21
Systemd 0.01289 0.3296 一〇.01893 6.3
Thesampleperiodisfrom1992to2005.FollowingRigobonandSack
(2003),thispaperdefinesfoursystems:oneinwhichbothinterestrate$
andstockreturnshavelowvariance,oneinwhichtheybothhighvari奪
ance,andtwoinwhichonehashighandtheotherlowvariance.Peri
ofhighvariancedefinedaswhenthe1-monthrollingvarianceofthevari
anceoftheresidualsismorethanonestandarddeviationaboveitsaver
age.ThecomputedresultsareshowninTable2.
Theresultsshowthatthecovariancebetweenthesevariablestends
fluctuatewiththemovementsintheirvariances.Theyoftenbecomepos'
tiveasthevarianceofthestockmarketincreases.Theslopeoftheread
tionfunctioncanbedeterminedfromchangesinthecovariance
monetarypolicyandassetpricesovertime.
InJapan,inflationtargetinghasbeendiscussed.Thechairmanoftl
BankofJapanhasnotadmittedyetthatitdoesandwillintroduceinf)
tiontargeting;however,thesituationnowhasbeenpartlyintrodu
Theoverallconsensusatpresentisthatassetpricesshouldnotbe㌧
cludedinthetargetpriceindex.Thisispartlybecauseoftheirvolatm柄
andlackofpredictivepower;however,thereisalsothepragmaticreal
thatthepresenttargetsareestablishedandunderstoodinsomecountry
bythepublic.Ifthereisnooverwhelmingcaseforintroducing
pricesininflationtargeting,shouldthecentralbanksreactto
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prices?Theremaybeaconflictinthepolicyresponsedemandedbya
movementinstockpricescomparedwiththatrequiredbytheoutputand
inflationcomponentsoftheTaylorrule.Somepapersinvokeanearlier
wisdomthatbyreactingtostockpricesthecentralbankswouldbestar-
ingintoamirror.Thispointshouldbealsoresearched.
5.Conclusions
Thispaperconsideredargumentsaboutwhatnoticetheconductof
monetarypolicyshouldtakeofassetbubblesandtheeconometricand
simulationevidence.TheevidenceaboutwhethertheBOJ(orcentral
banks)shouldtakenoticeofassetpriceinflationismoremixed.There-
sultsofthesimulationexercisesareinconclusiveandreflecttheexactna-
tureoftheassumptionsembeddedinthemodel.Theeconometricevidence
isnotclear-cut.However,thisworkhasfoundthatforJapan,monetary
policydoesnotreacttoassetpricechanges.Assetpriceboomsandbursts
cancauseadverseeffectsontherealeconomy,andthequestionis
whetherthecentralbankshouldattempttoprickthebubblebeforeithas
developed.Moreover,interestrateisaverybluntinstrumentbywhichto
accomplishthis.Iftheaimistopreventassetpricebubbles,othercon-
trolsmightbemoreefficient.Cyclicaloreconomicrecoveryandrecession
mayaffectstockprices.Thereissomepossibilitythatusingdailydata
couldcausealossofsucheffects.
Furtherresearchisneededinthenearfuture.Centralbanksshould
tacklethisproblem.
?
?
?
Notes
Japan'scasewasin1989(itisthelastyearoftheburst).
Nevertheless,housingandstockmarketcrashestendtooverlapandwereas-
sociatedwithdownturnsintheeconomy.SeeBordoandJeanne(2002).
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However,BernankeandGerler(1995)foundthatthesupportingevidenceis
farfromrobust.
ThisestimatestheBankofEngland'smonetarypolicyresponsetoUKstock:
prices.KuriharaandNezushowedtherelationshipbetweenJapanesestock
pricesandtheBankofJapan'squantitativeeasingpolicysince2001
Equation(1)fromtheVARcanbeinterpretedasahighfrequencymonetarx
policyreactionfunction.Itismorecommontoestimatesuchreactionfunc-I
tionsusinglowerfrequencydata.Althoughothervariablessuchascompany
profits,dividends,andfutureprospectsofthestockpricesaremoreimpor
tautfactorsindeterminingstockprices,thispaperfocusesonmacro-
economicvariables.Anotherreasonisdataavailability.
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